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The country’s top officials in housing and administration of the restrictions on mortgage credit under which the lending field 
will be operating in the immediate future. Seen at the Detro »it Convention, left to right, T. B. King of the VA; Charles T. 
Fisher, Jr., administrator of the Office of Real Estate Credit in the Federal Reserve System; Raymond M. Foley, administrator 
of the Housing and Home Finance Agency; Franklin D. Richards, FHA Commissioner; and W. A. Clarke, president, W.A 
Cc larke Mortgage Company, Philadelphia, and just appointed consultant to the Office of Real Estate Credit. 
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Oklahoma 


With combined populations totaling nearly 
a half million, Oklahoma City and Tulsa 
enjoy the distinction today of being the 
youngest of the nation’s metropolitan cities, 
These cities, in a commercial sense, reflect 
of Okla- 


the growth— and future promise 


homa as a whole. 
Outstanding in this state, as well as in 


the entire Southwest, is the dependable 


mp y 


ity. 


... and in ALL of Oklahoma’s 77 Counties 


and efficient title and escrow service of 
the American-First Trust Company. For 
thirty years we have grown with Okla- 
homa until today . . . with our statewide 
organization we are in a unique 
position to serve insurance companies 
and other mortgage lenders interested in 
this area. 
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Column * 


RE: REGULATION X 

Che mortgage bankers of Amer- 
ica, whether life insurance com- 
pany executives, officers of finan- 
cial institutions, private lenders or 
their great legion of correspond- 
ents, accept as their patriotic duty 
in supporting the vast national 
rearmament program, the further 
tightening of real estate credit 
promulgated in Regulation X. 

In retrospect, however, a large 
majority of our membership left 
Detroit at the end of our great 
37th Convention in a confused 
state of mind. They wondered 
why it should be necessary to sub- 
mit to complete regimentation of 
credit as it refers to conventional 
lending and thus surrender the 
last vestige of economic freedom 
enjoyed by the mortgage lending 
industry. 

Allegedly the excuse for Regu- 
lation X is to conserve scarce 
building materials for use of the 
Armed Forces; but this is being 
accomplished by a priority system 
already in effect. 

Allegedly it is to combat the 
inflationary aspects of the building 
boom of 1950. However, the 
curbs and legislative changes al- 
ready enacted, namely, the elimi- 
nation of the VA 505-A mort- 
gage, the abandonment of the 
FHA Title 608 rental housing 
program, the tightening of restric- 
tions by FNMA and the curbing 
of credit by VA and FHA in mid- 
July, together with the anticipa- 
tory scarce -home buying after 
Korea, will have the cumulative 
effect of reducing housing starts 
by one-third in 1951. 

Therefore, the conclusion can 
only be that once again, under 
the guise of national emergency, 
another segment of a hitherto free 
economy becomes part and parcel 
of a controlled economy. Mort- 
gage bankers, at long last, line up 
and take their places under Regu- 
lation X alongside that vast army, 
the purveyors of consumer credit, 
whose continued license to engage 
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in business is set forth in Regula- tightening or loosening of real 


tion W. estate credit under Regulation X. 
The annual production of new 
homes in the future, which here- —, 
" . Pa Lc Fa 
tofore has been controlled by the 
economic and consumptive de- President 


Mortgage Bankers Association 
of America. 


mands and needs of society can 
now be controlled by the arbitrary 
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A Title Guarantee Policy by 
Chicago Title and Trust Company protects against risks 
THAT MAY NOT SHOW IN THE RECORDS! 





A title search, no matter how thorough, sometimes fails to bring to light 
risks which may threaten the title. That is why the protection of a Title Guarantee 
Policy by Chicago Title and Trust Company is so important. If the title as 
guaranteed is ever attacked, Chicago Title and Trust Company assumes full respon- 


sibility for defending it. In case of loss, payment is prompt. 


This complete protection is quickly available anywhere in Illinois— 
through our three regional offices and the local title and abstract offices who act 
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AVERAGE U. S. CITIZEN 
OLDER THAN EVER 


Census data also 


shows the continued 


growth of our urban population and the 


further decentralization in 


our cities 


By PHILIP M. HAUSER 


Former Director of the Census 


ESPITE the 19,000,000 increase 

in the 1940-1950 decade and the 
bumper war baby crop, the population 
of the United States is getting older 
and its rate increase in the future is 
likely to be at a decreased pace. 

Business can be pleased with the 
large increase in numbers of con- 
sumers since 1940—the 19,000,000 
gain in the number of Americans, al- 
most entirely the result of our un- 
precedented war and post-war bumper 
baby crop. This population increase 
represents a new market, gained with- 
in a single decade, equivalent in size 
to the States of Illinois, Wisconsin 
and Michigan combined. But busi- 
ness must temper its satisfaction with 
the realization that in only one other 
decade—that of the depression °30’s 

did the population of the U. S. 
grow at a slower rate than between 
1940 and 1950. The preponderance 
of evidence, based on an analysis of 
the U. S. birth rates and death rates, 
indicates that the war and post-war 
baby boom is highly temporary, and 
that the 150-year downward trend 
of the birth rate has not been re- 
versed. It may be expected, short of 
catastrophic changes in our economic 
and social organization, that the pop- 
ulation of the United States will con- 
tinue to grow, but at a decreasing 
rate and for a limited time, probably 
not much into the next century. 

Changes in the rate of population 
growth which have already occurred, 
the net result of changes in the birth 
rate, death rate and immigration have 
produced important changes in the 
makeup of our population. 

The average American in 1790 was 
about 16 years old, in 1949 he was 
just a shade under 30 (29.8 years). 
He will continue to age. The number 
of persons 65 years old and over in 


the United States have quadrupled 


since 1900 (while the total popula- 
tion doubled) and now number about 
11% million. The number of older 
citizens, 65 years and over, will reach 
about 20,000,000 by 1975. Moreover, 
as a result of the decline in immigra- 
tion and the greater longevity of 
women, males for the first time in 
the history of the U. S. became out- 
numbered by women during this 
decade. In July, 1949, women num- 
bering about 75,000,000 outnumbered 
men by over a million. 


Families Increase Faster 


Of peculiar importance to the busi- 
ness world is the fact that the number 
of families in the United States con- 
tinues to increase more rapidly than 
the total population. In the last 50 


years while the population of the 
U. S. has about doubled, the number 
of families has about tripled. In April, 
1949, there were over 42,000,000 
households in the U. S. and about 
38,500,000 families, that is groups of 
two or more persons related by blood 
or marriage. The explanation of this 
difference in rate of increase of popu- 
lation and of families is to be found, 
of course, in the decreased size of 
family. 


Urban Growth 


Two other basic population trends 
are among those of considerable in- 
terest to business. First, is the growth 
of our urban population; second, the 
decentralization of our urban popu- 
lation, especially during the last half 
century. Since 1790 the number of 
people living in our cities has in- 
creased over 470 fold. Urban popu- 
lation now numbers over 87,000,000 
persons. Although our population has 
gravitated to cities from rural areas 
it has for at least 50 years been shift- 
ing from the center of our cities into 
the surrounding suburban area. Be- 
tween 1900 and 1940 the proportion 
of our metropolitan population living 
in suburban areas increased from less 
than a fourth to about a third. The 
preliminary 1950 census returns indi- 
cate that this trend has continued 
during the last 10 years. 
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The Great Difference 























Title insurance policies are much alike in printed word and 
appearance. The great difference is in the strength, experi- 
ence and reputation of the companies which issue them. 
Lawyers Title Insurance Corporation is outstanding— 


_.. In amount and character of assets available for 
protection of policyholders. 


.. . In capital, surplus and reserves which exceed 
those of any company in the Nation engaged solely 
in the title insurance business. 


... In experience in solving title insurance problems 
for the lawyer, the builder, the realtor, the banker, 
the mortgage lender and the corporate investor. 


. . . In reputation for safe, sound title insurance 
protection. 


There is no other title company with so much to offer you in 
financial strength, in national reputation and in ability to fur- 
nish title insurance safely and soundly over so wide an area. 


( Virginia ) 


Jawyers Title Insurance (Orporation 


Overalung im New lore Slate as | Virgumia) Lawyers Tulle Insurance Corporation 


Home Office ~ Richmond .Virginia 


TITLES INSURED THROUGHOUT 30 STATES AND THE ISLAND OF 
PUERTO RICO. BRANCH OFFICES IN ATLANTA * BIRMINGHAM 
CAMDEN + CINCINNATI + CLEVELAND «+ COLUMBUS «+ DALLAS 
DAYTON + DETROIT + MIAMI «+ NEWARK + NEW ORLEANS 
NEW YORK «+ PITTSBURGH + RICHMOND + WASHINGTON 
WILMINGTON + WINSTON-SALEM + WINTER HAVEN « REP- 
RESENTED BY LOCAL TITLE COMPANIES IN 94 OTHER CITIES. 
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Ble Mortgage Bauker 


Mortgage Lending Shouldn’t Go 
Back to Easy Days of 1950 


HE Korean war broke in the 

midst of the most intensive resi- 
dentiai building boom in American 
history. 

Until last year, the greatest home 
building year on record was 1925, 
when 937,000 dwelling units were 
started. In 1949, somewhat over 1,- 
000,000 units were begun and in the 
first six months of this year, 700,000. 
We were starting new homes in this 
country during the first half of the 
year at a rate 40 per cent higher than 
in the record year 1949. 

Statistical evidence that home build- 
ing was being over-stimulated this year 
is overwhelming. Official 
are that the net increase in the num- 
ber of families in this country is now 
around 609,000. Only about 50,000 
dweiling units are demolished or de- 
stroyed in the course of an average 
year, so that there is only a negligible 
replacement demand for homes. The 
inventory of housing was thus in- 
creasing more than twice as fast as 
the growth in the number of families. 


estimates 


Our economy was becoming habitu- 
ated to this high level of home con- 
struction. The Council of Economic 


Now that we know the worst about the controls under 


By DR. JULES I. BOGEN 


Advisers was suggesting that we aim 
for 1,500,000 dwelling units annually 
as a way to assure full employment. 

Home building was clearly being 
over-stimulated in the United States. 
What were the causes? 

Most important among the stimuli 
to home building was the use of the 
credit of the federal government to fi- 
nance home building on extremely lib- 
eral credit terms. Half of the 700,000 
dwelling units started in the first six 
months of this year were financed 
with mortgages guaranteed by VA or 
insured by FHA. Such mortgages 
were very attractive to the lenders, 
for in the event of default they could 
transform the loan into either a gov- 
ernment bond or cash. Being in effect 
government obligations, these insured 
and guaranteed mortgages were more 
attractive to many lenders than gov- 
ernment bonds since the mortgages 
carried 4 and 4% per cent interest; 
whereas treasury bonds yielded less 
than 2% per cent even for the longest 
term issues. 


Since World War II, the conditions 
governing the insurance and guaranty 
of mortgages by federal agencies had 
been repeatedly liberalized. The Hous- 
ing Act of 1950, the latest of these 
liberalizations, had further reduced 
the down payments required and ex- 
panded insurance and guaranty priv- 
ileges, so that veterans could purchase 
a house without initial cash payment 
and with amortization spread over a 
long period of years. Financing on 
this basis makes a home virtually a 
“free gift” to a veteran, since he pays 
no cash for it and the monthly service 
is often less than the rent he has been 
paying. Where loans have not been 
absorbed by institutional lenders be- 
cause of the low interest rate or other 
unattractive features, they have been 
bought by Fanny May to the tune of 
several billion dollars, providing a 
further powerful artificial stimulus to 
new home construction. 

The dangers involved in this over- 
stimulated building boom are obvi- 
ous. Overbuilding is a cause of eco- 


which the mortgage industry will work in the immediate 
future, it may be like waving a red flag at a bull to 
say, as Dr. Bogen does say, that the controls may have 
some advantages from a lending viewpoint. Yet he 
makes a case here for that assertion and says that with 
the limited production and volume of the immediate 
future, and the new concept of government participation 
in our business, we now have an opportunity to reappraise 
the dangers into which he thinks we were heading. 
The road we were following prior to June pointed to 
the continued substitution of government credit for 
private credit in mortgage lending. Now we have the 
opportunity to consider whether that’s what the country 
and the industry want and if not, then do something about 
it. Similarly, the danger of defaults has been greatly 
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reduced and we now have the opportunity to again look 
into FHA. What about the proposition that FHA be 
returned to its original status as an actuarially sound 
insurance program rather than a medium for stimulating 
credit expansion in the field? Dr. Bogen says that’s what 
should be done. 


So, now that the immediate future pattern of the 
business has been largely determined, we might consider 
the analysis of Dr. Bogen as to where we were going and 
if the present developments do not constitute an oppor- 
tunity for a broad scientific appraisal of our industry. 


Dr. Bogen is professor of finance at New York Univer- 
sity and a close observer of the mortgage lending field. 
He has spoken at MBA’s Senior Executives course at that 
institution. 








nomic instability. If we build many 
more homes than are required to 
house American families, a surplus of 
housing will emerge that will discour- 
age building in future 
leading to a sharp drop in the volume 
of new at some later 
date. In our managed economy, how- 
ever, the government is more than 
likely to step in to sustain the level 
of building through further liberali- 
zation and expansion of insurance 
and guaranties, and above all through 
public housing programs. 


new years, 


construction 


The Housing Act of 1949 already 
the erection of 135,000 
dwelling units a year under a fed- 
erally aided public housing program, 
while as many as 200,000 units could 
be put up in one year with the Presi- 
dent’s approval. But if public housing 
is to become a means of maintaining 
employment and prosperity, instead 
method of eradicating 
is no telling to what lengths it 
Public housing 


authorized 


of a slums, 
there 
could be expanded. 
projects, launched to sustain employ- 
ment then contribute to the 
surplus of dwelling space and further 


threaten values and rents of existing 


would 


housing. 
of defaults 
foreclosures 


Cbviously, the number 
on mortgage loans and 
would rise sharply under such condi- 
tions. Holders of insured and guar- 
anteed mortgages would look to the 
insurance and guaranties to protect 
them. There is very reason to expect 
that the and guaranties 
would be honored; else, how could 
the government hope to stimulate fu- 
ture building activity by their means? 


insurance 


But these contingent obligations 


would constitute a real problem for 
the federal government as well as for 
lenders expected to bring foreclosure 
proceedings, and holders of many con- 
ventional mortgages could then find 
themselves in an unenviable position. 


Changed Outlook 


Communist invasion of South Korea 
has radically affected the outlook for 
home building and mortgage lending. 

Instead of stimulating home build- 
ing to sustain employment, the fed- 
eral government now seeks to curb 
construction activity to combat in- 
flation. The government plans to 
double its military expenditure by 
the end of the current fiscal year, and 
to increase such outlays further in 
the years to come. Since only a grad- 
ual expansion of total production is 
to be expected because the economy 
was already operating very close to 
capacity pre-Korea, a contraction of 
civilian spending is being sought to 
offset the expansion of military spend- 
ing. Because government stimulation 
played so important a part in expand- 
ing new home construction, the gov- 
ernment can now do much to reduce 
new building. 

In the July order, the President di- 
rected federal agencies to cut down 
on federal insurance and guaranties. 
They were told to ignore in their 
valuation increases in construction 
costs following July 1, to step up 
down payments by 5 per cent of the 
value of the home, and to reduce the 
maximum mortgage on single-family 
homes that could be insured from 
$16,000 to $14,000. The additional 
insurance authorization of the FHA 


under the new housing act was made 
$650 million by the President, instead 
of the $1,250 million authorized by 
the law. Federal public housing au- 
thorities limited the starts under their 
program in the last half of 1950 to 
30,000 units. 


The Defense Production Act 
gone much further than any previous 
law in providing for direct controls 
over mortgage lending. The Board of 
Governors of the Federal Reserve Sys- 
tem has now set minimum down pay- 
ments and maximum terms of real 
estate construction loans, just as on 
consumer credit under the revived 
Regulation W. These restrictions ap- 
ply to loans on projects started after 
noon of August 3. At the same time, 
the insurance and guaranties of mort- 
gages by Federal agencies may be cur- 
tailed or suspended by order of the 
President. 

It is too early to say how far and 
how long building activity will be 
curtailed as a result of the Korean 
war and the intensive rearmament 
that is bound to occur as a result of 
this evidence of the aggressive inten- 
tions of Communist Russia. Not only 
direct curbs on mortgage credit, but 
also rising costs, shortages of materials 
and labor in some areas, and the gen- 
eral uncertainty will reduce building 
activity. It is not unreasonable to 
conclude that when projects launched 
before June 25 have been completed, 
housing starts will drop well below the 
1,000,000-dwelling-unit level. With 
a limited war, we may have a con- 
siderable volume of building, but it 
will probably be attuned much closer 
to the rate of new family formation 


has 





MOST SWEEPING CHANGES 
EVER MADE IN LENDING 


N ENTIRELY era in 


estate financing has now begun 


new real 


with the announcement of the most 
sweeping changes ever to be made 
in our field through Regulation X by 
the Federal Reserve System and the 
accompanying revisions in VA and 
FHA. How the end of the chapter will 
read is anyone’s guess; but judging 
from the start, and based upon the 
combined views of many whose opin- 
ions are respected, it appears that 
these restrictions and limitations will 
cut deep but will not be prohibitive. 


6 


MBA sent members the complete 
text of Regulation X along with the 
FHA and VA orders and certain sup- 
plementary data less than 24 hours 
after the official release. Twenty-four 
hours later the questions had begun 
to pop up and they have not stopped 

and of course won’t stop if past 
experience is any criterion. There will 
have to be innumerable interpreta- 
tions, explanations, rulings. 

What does the country think of 
this broad effort to curb real estate 
credit? After a close scrutiny of edi- 
torial opinion in the press, comments 
within the various industries affected 
and from every source from which a 


P 


worthwhile viewpoint can be secured, 


it would appear that the majority 
view is that the curbs are very severe. 
more so than almost anyone expected, 
and somewhat more rigid than was 
necessary at this time; but that, in 
the final analysis, they do not repre- 
sent a wrecking job. Business will 
continue to be done, building will by 
no means stop. 

Just how much single-family con- 
struction will drop has been the sub- 
ject of wide guesswork — and pure 
guesswork is the word for a lot of it. 
Some even put 1951 production as 
low as 300,000 units while the gov- 
ernment seems to think that some- 
where around 850,000 is about what 

(Continued next page) 
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than was the case in the overstimu- 
lated building boom of the first half 
of this year. 

The international crisis precipitated 
by the communist invasion of South 
Korea has thus given this country an 
opportunity to reappraise recent 
building and mortgage policies, to 
weigh the dangers to which they 
pointed, and to consider how these 
could best be avoided in the future. 

The road we were following until 
June 25 pointed to the progressive 
substitution of government for private 
credit in financing home construc- 
tion. More and more, mortgage loans 
were being made in reliance upon 
federal, rather than private credit. 
Where lenders did not want to take 
government-insured loans because 
they doubted their intrinsic sound- 
ness, the Federal National Mortgage 
Association was there to absorb the 
loans rejected as sub-standard. 

Looming ominously in the back- 
ground has been the public housing 
program. In future depressions, espe- 
cially if accompanied by a low level 
of private building, large public hous- 
ing projects designed to sustain em- 
ployment could further weaken the 
position of both the mortgage lender 
and the real estate owner through 
adding to the supply of dwellings 
when a surplus already exists. 

Now we have the option of taking 
a different road towards the goal of 
rather than more, government 
in home building and 


less, 
intervention 
financing. 
With a reduced volume of 
construction during the rearmament 
period, the danger of defaults on out- 


new 


standing mortgages will be greatly 
reduced. Rather, there will be time 
in which to reduce the face amounts 
of mortgages, to be better prepared 
for a possible decline in values in 
later years. 


Should Not Return 


The curtailment of government in- 
surance and guaranty activities and 
mortgage-buying operations during 
this emergency should be made per- 
manent. We should not go back, even 
when the international situation will 
permit, to the unrestrained over-stim- 
ulation of mortgage lending that pre- 
vailed in the first half of this year, 
by substituting government for pri- 
vate credit. 

The original FHA did a great deal 
of good. We should return to the 
original concept of FHA as a pro- 
gram for the actuarially sound insur- 
ance of mortgages by a government- 
operated mutual mortgage fund, with 
reasonable safeguards against whole- 
sale future defaults. Above all, public 
housing programs must be limited to 
slum eradication directly or indirectly 
—for the purpose of eliminating 
breeding places of disease and crime. 
They must not be used as a means 
of sustaining full employment, re- 
gardless of the economic need for ad- 
ditional housing. Certainly, we do 
not want to start subsidizing ‘“‘middle 
income housing” to have an excuse 
for further expanding the role of gov- 
ernment in residential construction. 

Mortgage lenders can do much to 
help assure that the nation will choose 
the road to a healthy home and mort- 
gage market where private enterprise, 


rather than government, will play the 
major role. But many lenders will 
have to modify and readjust their 
own thinking with this end in view. 
They will want to seek safety by 
the careful selection of mortgages 
and by setting up reserves out of in- 
come for future losses, rather than by 
reliance upon the sweet drug of gov- 
ernment insurance and guaranties. 


They will want to seek out sound 
conventional mortgage loans aggres- 
sively and go as far in liberalizing 
terms as prudence permits, so as to 
lessen the pressure upon Washington 
to liberalize insurance and guaranties 
by the government. 


They will want to help finance slum 
clearance and low-cost housing proj- 
ects, so that pressure group demands 
for public housing will have less justi- 
fication. 

In other words, the job of mort- 
gage lenders is to make government 
intervention in the mortgage market 
and in home building unnecessary so 
far as possible. 


Other industries have found that 
the best way to combat socialism is 
to solve their problems within the in- 
dustry so that government interven- 
tion is no longer demanded. Follow- 
ing World War I, for example, when 
the railroads were in very bad shape, 
there was powerful support for the 
so-called Plumb Plan for government 
ownership of the railroads to assure 
adequate service to shippers and 
travelers. Today, when the railroads 
are doing a job that gives general 
satisfaction, we do not hear govern- 

(Continued page 23, column 1) 
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the country ought to do. But many 
competent building authorities think 
that the curbs won’t permit any such 
volume and that before not too long 
there must be a relaxation or this 
vital pivotal industry will be strangled. 
But we can be fairly certain that 
the curbs will do certain things: 
>> Real estate sales will drop because 
the size of the down payment is a 
key factor in sales activity. 
>> Mortgage loan volume will drop 
of course and naturally that means 
increased competition for the loans 
that are available. Some profess to 
see a veritable scramble for loans in 
the months ahead. 
>> And when the number of people 


who can become buyers is sharply 
reduced, as will of course be true 
under the restrictions, prices will be 
depressed. 

Mortgage lenders will, as President 
MacDonald points out in his column 
in this issue, give all possible support 
to the government’s effort. Probably 
most lenders feel that the curbs are 
unnecessarily severe yet the task which 
confronts the nation is vital and is of 
mammoth proportions as will be 
clearly apparent to all when the de- 
fense effort really gets rolling. 

One of the interesting develop- 
ments of this new era into which we 
are moving is the appointment of a 
prominent MBA member to a key 
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post in the Office of Real Estate 
Credit in the Federal Reserve. As 
members were advised, he is W. A. 
Clarke, president of the W. A. Clarke 
Mortgage Company of Philadelphia 
(see cover), a long-time member of 
the Association and its board of gov- 
ernors. He is too well-known in the 
field of mortgage lending to require 
further comment here. Mr. Clarke 
has been named consultant to the 
agency. Sworn in one day, he was 
off the next to speak to the Houston 
meeting of the Home Builders. It is 
contemplated that he will make ap- 
pearances at other meetings during 
the future to analyze and interpret 
Regulation X. 








WE’LL WAIT AND SEE 
ABOUT A NEW WDC 





| Fs wait and see what happens 
seems to be an accurate appraisal 
of Washington thinking at the mo- 
ment as to the advisability of setting 
up another War Damage Corpora- 
tion such as functioned in the last 
war—and proved to be one of the 
profitable companies ever to 
function. Before the turn in the 
Korean war came, there was some 
agitation for reactivating the former 
government corporation or setting up 
something new. The Commerce & 
Industry Association of New York was 
one of the many such organizations 
that advocated action now as an im- 
portant implement in civilian defense. 

But now that the tide has turned 
and ail-out more remote 
than a few months ago, ardor for do- 
ing something has cooled. The job 
tougher this time—what 
with the threat of atomic warfare and 
all the unknowns which it would 
bring. What was done in World War 
II might many competent 
authorities, be a reliable guide for 


most 


war seems 


would be 


not, say 


a new corporation. 

Six bills for 
corporation have been introduced in 
Congress but their sponsors haven't 
gotten behind them actively; and with 
so many other pressing matters, it 
seems unlikely that they will get much 
attention when Congress meets again 

unless, of course, there are serious 
developments abroad. The National 
Security Resources Board has its hands 
full with more immediate problems; 
and while it is undoubtedly giving 
considerable thought and study to the 
matter, probably won’t come up soon 
with anything in the way of a definite 
proposal. Naturally the government 
isn’t over-looking the effect that any 
such move might have on the na- 
tion’s morale at this time because 
almost nothing would be more dis- 
turbing than an announcement that 
the government considered some ac- 
tion necessary. It’s likely, however, 
that if action should suddenly become 
necessary, the Board would have some 
kind of proposal ready for considera- 
tion. 

In the last war, the initial effort 


such a war damage 


was known as the War Insurance 
Corp. It began operations on Decem- 
ber 13, 1941. Coverage was made 
retroactive to Pearl Harbor. There 
was $100 million in capital set aside 
to meet losses from enemy attack, or 
from our forces in resisting it. In 
January, 1942, Congress took action 
to create a War Damage Corp. with- 
in the RFC. That agency was to 
provide the funds, up to $1 billion, 
and initiate a program of premium 
payments by July 1, 1942. 

By June 2 the RFC was ready 
with rates. They were uniform with- 
in the country and required 5 cents 
per $100 on growing crops and 10 
cents a $100 on household effects. For 
fireproof offices and apartments the 
rate was $1.50 per $1,000, while ordi- 
nary buildings called for premiums 
of $2 per $1,000. It was also possible 
to insure money and securities, $1.50 
a $1,000 on the former and 45 cents 


ee ee ee 


So far we’ve heard little 
about setting up a new War 
Damage Corporation, princi- 
pally because the active 
threat has been missing as it 
was in the last war. No one 
thought the North Koreans 
would do much damage out- 
side the field of battle. 

But if the huge defense 
effort goes forward in the 
years ahead as now seems 
probable, a new War Damage 
Corporation is likely to be 
one of the things that may 
eventually develop. And it’s 
also likely to be quite differ- 
ent from the last one because 
the dangers and the hazards 
may be different. In fact, it is 
these unknowns that pose the 
biggest problems because in 
an all-out war, we might have 
the atom bomb this time. 
What sort of additional pro- 
tection this would call for is 
anyone’s guess. MBA mem- 
bers at the Detroit Conven- 
tion will recall that Lt. Gen. 
Groves had no specific 
blueprint of what we might 
expect from an atomic war. 
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on the latter, with such policies lim- 
ited to $10 million each. 

Factories, apartments, utilities, pub- 
lic bridges, railroad property, ship- 
yards and city and state-owned build- 
ings were eligible for coverage and 
vessels were insurable while tied up. 

The insurance covered enemy or 
U. S. damage but did not include 
protection against looting, sabotage or 
theft. 

A total of 540 fire insurance firms 
and 80 casualty and surety groups 
wrote the policies, including an ex- 
pense reimbursement equal to 31 per 
cent of the premium limited to a 
minimum of 50 cents per policy and 
a maximum of $700. Adjustments 
were made on the basis of actual ex- 
pense and any profits which the com- 
panies made came out of the 10 per 
cent of the policies which they under- 
wrote, with WDC guaranteeing the 
remainder. 

The fire companies had a limited 
liability of $20 million, while the 
casualty groups were responsible for 
$5 million, with respect to operating 
profits and losses. Originally the poli- 
cies were written for two years, but 
at the end of the period they were 
extended without extra payment for 
24 months. 

Gross premiums paid came to about 
$250 million, out of which the Treas- 
ury received a net of $210 million. 
WDC was definitely a profitable en- 
terprise. 

The underwriting companies got 
as their profits a total of $19.9 mil- 
lion and their fiduciary agents got 
$5.2 million, while brokers and agents 
received another $16.3 million in 
commissions. The free program cost 
$1.2 million. Under the paid pre- 
mium plan there were liabilities of 
$140 billion, but only $40 million 
was paid out. Outstanding liabilities 
were cut to $630,000 by June 30, 
1949, and the program was later fully 
terminated. 

Of the $140 billion peak liability, 
New York State had a total of $864 
million ($838 million in New York 
City). Massachusetts came next with 

(Continued page 23, column 2) 
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HOW THE SAVINGS AND LOANS CAN 
BEAT GOVERNMENT COMPETITION 


By HORACE RUSSELL 





AN the savings and loans meet 

government competition in urban 
mortgages—and beat it? Let’s take 
a look. Primarily, this government 
competition consists of VA 4 per cent, 
30-year, 100 per cent guaranteed or 
insured loans, with about 5 per cent 
of the probable 
volume made by 
the government 
direct; and FHA 
4% per cent 
(434 per cent 
cost to the bor- 
rower), 20 and 
25 years, 80 to 
95 per cent loans. 
Also involved is a 








Horace Russell 
so-called secondary market provided 
by Fanny May with resources of $2,- 
750,000,000 to purchase both types of 
such loans. 

First, savings and loans should look 
at the urban home mortgage situa- 


tion. Volume of debt is about $40 
billion. About $9 billion is VA and 
about $6 billion is FHA, leaving about 
$25 billion conventional. The current 
volume of lending in recent years is 
about $11 billion annually, and about 
$2 billion is VA and about $2 billion 
FHA and about $7 billion conven- 
tional, although these ratios have 
varied considerably. 

Next consideration is whether or 
not savings and loans shall try to meet 
and beat government competition. It 
is possible to ignore government com- 
petition and continue in the savings 
and loan business making conven- 
tional loans only, but if this is done, 
assuming the association tries to get 
5 or 6 per cent for its money, it will 
lose the cream of the market and 
will find itself eventually with a port- 
folio of second and third grade mort- 
gages. 

In other words, if home mortgage 
money is available at 4 to 434 per 
cent and for very long terms in great 
volume, the best personal risks and the 
best properties will obtain such money; 
and the poorer personal risks and 
poorer security will pay the higher 
conventional rate of from 5 to 6 per 
cent. 


Furthermore, it is a grave question 
whether savings and loans can keep 
their funds employed at rates higher 
than such a great volume of govern- 
ment competition, and on _ shorter- 
term loans and at lower percentages 
of value. I think the savings and 
loan business cannot afford to be 
driven out of the first class mortgage 
loan market and into second and 
third class mortgage lending. 

The question then is how to meet 
and beat government mortgage loan 
competition. The first essential is to 
meet the rate of 4 to 434 per cent so 
that savings and loans can either use 
the government facilities or make 
conventional loans in competition. 
The second essential is to make long- 
term loans so that the monthly pay- 
ment will be comparable. The third 
essential is to make high percentage 
of value loans. 

There is of course more risk in a 
high percentage of value loan, and 
possibly more risk in a long-term 
loan, than in a lower percentage of 
value loan for a shorter period. How- 
ever, it is my opinion that such risks 


ee 


Is there a business man 
anywhere who isn’t interested 
in what his competition is 
doing, thinking, planning? 
For most mortgage lenders, 
important competition is the 
aggressive savings and loan 
associations which make one 
of the largest volume of loans 
of any group of lenders. 

Horace Russell, general 
counsel of the United States 
Savings and Loan League, 
has been one of the top au- 
thorities on mortgage lend- 
ing in this country for more 
than a quarter of a century. 
Here he is talking to the sav- 
ings and loan people about 
how they can beat govern- 
ment competition. It’s of in- 
terest to every lender as an 
insight to the thinking inside 
this large part of mortgage 
lending today. 


eee 
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may be measured. If this is true, then 
in order to meet government compe- 
tition, we should simply measure those 
risks and provide reserves against the 
same in order to be able to meet and 
beat government competition. 

It is true that most savings and 
loans with conventional loans cannot 
exceed 80 per cent of value or 20 
years, but can go that far. Assuming 
identical rates, it is my opinion that 
local institutions can, with conven- 
tional loans, meet and beat govern- 
ment competition with 20 years 
against 30 and with 80 per cent 
against a higher percentage, on ac- 
count of the absence of government 
red tape. It cannot be done with 
12-year loans at 6 per cent. 


The conclusion is then that to meet 
and beat government competition, 
savings and loans must establish a 
conventional home mortgage loan 
pattern of 4 to 5 per cent for a full 
20 years and up to 80 per cent of full 
value. With this pattern the associ- 
ation, to the full extent it desires to 
do so, can make VA 4 per cent, 30- 
year, 100 per cent loans, or FHA 
loans, or conventional loans according 
to such pattern, or all three, and 
realize a yield on the mortgage port- 
folio of about 442 per cent. 

The necessary cost of operation of 
the savings and loan business is from 
| to 1¥ per cent, and with such lend- 
ing, necessary allocations of reserves 
are from '% of 1 per cent to | per 
cent. This is a total of 2 per cent 
for expenses and reserves and leaves 
not over 2% per cent for dividend 
rate. 

The conclusion is, then, that sav- 
ings and loans cannot meet and beat 
government competition in the cur- 
rent market with a dividend rate in 
excess of 2% per cent. They can 
meet and beat such competition with 
a dividend rate of 2 per cent or 24% 
per cent. From 30 years of study of 
this question, I am completely satis- 
fied that savings and loans ought to 
meet and beat the government com- 
petition on this basis. It would be 
better to go to a 2 per cent dividend 
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rate until reserves are a full 10 per 
cent, 

While the advertises 
2.9 per cent on more than $50 billion 
of Series E bonds, it is probably pay- 
ing only about | per cent for such 
money, on account of the very heavy 
penalties upon the cashing of such 
The commercial banks have 
more than $35 billion of time de- 
posits upon which they are paying an 
average of not more than | per cent. 
[he insurance companies have more 
than $50 billion of savings and these 
are very, very long-term savings with 
heavy penalties for cashing; and these 
companies are rapidly coming to a 2 
per cent rate in their contracts. Postal 
savings pay 2 per cent except in a 
states, where the rate is 1 per 

None of the competition for 
rate above 2 per 


government 


bonds. 


few 
cent. 
savings justifies a 
cent. 

If the associations pay a 2 per cent 
rate, they can provide offices, equip- 
ment, personnel, facilities, and service 
which will get the savings in compe- 
tion with the above at a 2 per cent 
rate. The only reasonable and logical 
conclusion is that the business ought 
to adopt in the present situation a 
dividend rate of not less than 2 per 
cent and not more than 2% per cent. 


Finally, if the dividend rate ques- 





MBA CALENDAR 











January, 1951 (dates to be announced ) 
Fifth Annual Senior Executives 
Course sponsored by MBA in co- 
operation with Graduate School of 
Business Administration of New 
York University. 

January 25-26, Middle Western Mort- 
gage Conference, Drake Hotel, 
Chicago. 

March 26-27, Eastern Mortgage Con- 
ference, Hotel Statler, New York. 

June 18-22, Fourth Annual Mortgage 
Banking Seminar, Northwestern 
University, Chicago. 

September 12-14, 38th Annual Con- 
vention, Mark Hopkins and Fair- 
mont Hotels, San Francisco. 


tion is reasonably disposed of, savings 
and loans can and will build reserves 
to a full 10 per cent of assets. If this 
is done, they can face the future with 
confidence. The savings and loan 
business as presently organized is 
comparatively young in the family 
of financial groups. It simply must 
recognize the facts of life. The wel- 
fare of local communities, the state, 
and the nation is at stake. Insurance 
of accounts will fully protect the ac- 











PROTECTION 











Delaware 


District of Columbia 


Louisiana 








DOUBLE PROTECTION 


for Mortgage Investments 


1. PROTECTION for Closings through our Bonded Closing Attorneys 
2. PROTECTION for Investments through Title Insurance 


THE TITLE GUARANTEE COMPANY 


BALTIMORE, MARYLAND 


Issuing Agents in the following States 
Maryland 

North Carolina 
South Carolina 


count-holders and can cost our econ- 
omy a lot of money, but insurance 
of accounts is life insurance for the 
management. When Federal Savings 
and Loan Insurance Corporation pays 
off, the management which caused it 
to have to pay off is out for good. A 
new management will be put in 
which will recognize that safety and 
security are prime and compelling 
considerations and that in this busi- 
ness the same can be accomplished 
only by competitive savings rates and 
competitive loan rates. 

The savings and loans have a great 
responsibility, especially in these times, 
to promote thrift habits in American 
families. The current census will show 
about 55 per cent of American fami- 
lies owning an equity in a home, and 
about 45 per cent renters. These fig- 
ures will be much less favorable in 
some states. The housing census will 
show far too many families living in 
sub-standard homes. It is admitted by 
all that home ownership is a good 
thing. The savings and loan business 
has for a very long time been a prin- 
cipal promoter of thrift and home 
ownership. Times change but the 
business has its greatest opportunity 
now and in the years just ahead of 
us. To seize that opportunity and 
realize upon it fully, they must pro- 
ceed on sound principles. 


PROTECTION 





Texas 
Virginia 
West Virginia 
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DETROIT WAS MBA’S LARGEST CONVENTION; CREDIT 
RESTRICTIONS WAS PRINCIPAL THING DISCUSSED 


LEVEN years ago MBA held its 

annual Convention in Detroit and 
reported a registration of 808. This 
year’s Detroit Convention rolled up 
a registration of 1825, considerably 
higher than any previously reported. 
Actually, the Convention may have 
seemed larger than it was because of 
the crowds at the two headquarters 
hotels. While all hotel space suitable 
for MBA meetings was used, it proved 
inadequate for certain of our Con- 
vention sessions. 

The broad scope of MBA annual 
meetings today continues a little short 
of amazing to many who have been 
members for many and recall 
conventions of not too long ago which 
were less than half present size. 


years 


Practically every state sent delega- 
tions this year and cities had 
more than 50 registered. Chicago had 
75 and the host city registered well 
over 175. (In recent years Detroit 
has usually led with the largest out- 
of-town delegation. ) 


some 


This was also a Convention of many 
activities. For instance, MBA’s 
evening dinners attracted 900 
700. More than 500 members went 
to Ann Arbor for the 


two 
and 


post-convention 
And the Mort- 


this was only 


football game there. 
gage Servicing Center 


the second year for it—attracted an 


attendance of 700 for its opening ses- 
sion leveling off to around 275 for the 
following three sessions. 

Prime topic at the Convention— 
inside the sessions and in the corri- 
dors as well—was the restrictions and 
limitations on real estate credit. Mem- 
bers came to Detroit at a time when 
the first effects of the July order on 
FHA and VA terms were being felt, 
but with no firm impression of the 
ultimate outcome. They still don’t 
know but they do know that applica- 
tions are off about half. 

But the restrictions to come were 
uppermost in the minds of our mem- 
bers. There was a feeling of antici- 
pation during the first day that the 
federal reserve orders would be first 
made public at the Convention. That 
was not to be, as Mr. Richards, Mr. 
Foley, Mr. King and Mr. Fisher ex- 
plained in a press conference prior 
to taking the platform on the morn- 
ing of the second day. They had 
spent weeks prior to coming to Chi- 
cago working on them but could say 
little as to the final form they would 
take. (Incidentally his public appear- 
ance at Detroit was Mr. Fisher’s first 
since taking over the newly-created 
Office of Real Estate Credit and also 
the first time the four top 
housing have gotten together 
joint public discussion. ) 


men in 
for a 





1949-50 WAS A BANNER 
MBA MEMBERSHIP YEAR 


After MBA’s record-breaking 1949- 
50 membership drive,* the campaign 
to follow it will continue right on under 
the program now being set up by the 
incoming commit- 
tee headed by 
Brown L. Whatley 
of Jacksonville. 
The working or- 
ganization is being 
perfected and the 
new drive will get 
underway soon 
with the principal 
objective to make 
the Association’s 
membership as representative as pos- 
sible. 

The Convention program reported 
members admitted as of that 
time. New members previously un- 
reported include: 
GEORGIA, Atlanta, 

Corporation. 
MICHIGAN, Detroit, Melvin F. Lanphar 

and Company; Grand Rapids, Hartger 

& Willard. 

NEW YORK, New York, American Trust 

Company. 
VIRGINIA, Rocky 

tional Bank. 
WASHINGTON, Spokane, F. 

& Company. 

WEST VIRGINIA, Charleston, The Na- 


tional Bank of Commerce. 


*In actual numbers, MBA added more new 
members this past year than ABA, U. S. Savings 
and Loan League and many other of our larger 
contemporary associations. 


Brown L. Whatley 


new 


Jefferson Mortgage 


Mount, Peoples Na- 


S. Barrett 





‘LAND TITLE’ 


SERVICE 
COVERS 


OHIO 





BRANCHES IN 
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CONVENTION VIA CAMERA 


MBA’s 


no one got to 


\ convention as large as 


57th where 
see everyone he 
or do all the things he 
liked. On this page and those that 
follow are 


record All 


right 


was one 
wanted to see or hear 


would have 


some camera views for the 


captions read left to 


No. 1. At the Legion dinner: President 
MacDonald gives an impromptu concert. 
Retiring President R. O. Deming, Jr., James 
W. Collins, Salt Lake City, past president 
of MBA; Stanley H. Trezevant, Memphis; 
John Scott, Pittsburgh; and President Mil- 
ton T. MacDonald. 


No. 2. Joseph M. Miller, New Orleans, 
greets Aubrey M. Costa, Dallas, newly- 
elected MBA vice president. 


12 








No. 3. Waiting for someone to tell a 
Convention story: A. D. Fraser, Cleveland, 
past president of MBA; C. Armel Nutter, 
Camden, N. J., MBA board member; Rus- 
sell C. Rosenfelt and Maurice R. Massey, 
Jr., Philadelphia; and Joel K. Riley, Detroit. 


No. 4. The Detroit committee for 
MBA’s 37th annual convention: Oscar M. 
Onstad; H. G. Woodruff, past president of 
MBA; Joel K. Riley; Hans Gehrke, Jr., 
president of the Detroit MBA; Hubert R. 
Haeussler, who led the singing of the 
national anthem at the opening session; 
Arthur F. Bassett, who arranged for MBA’s 
tickets at the Saturday Michigan-Michigan 
State game; Ronald W. Bainbridge; Stanley 
Earp; Edward F. Lambrecht, chairman of 
the Convention committee; Charles P. 
Besancon; and Walter Gehrke. 


No. 5. Speakers table at the Legion 
dinner: John Scott, newly elected Grand 
Marshal of the Legion; Aubrey M. Costa; 
R. O. Deming, Jr.; Thomas P. Coogan, 


president of the National Association of 
Home Builders, one of the speakers; W. A. 
Clarke, retiring Grand Marshal; W. B. 
Stout, the other speaker of the evening; 
and President Milton T. MacDonald. At 
table below can be spotted Joseph M. 
Miller, New Orleans; Frank Wilkinson, 
Kansas City; O. G. Gresham, Birmingham; 
Wallace Moir, Beverly Hills, Calif.; Clyde 
W. Kistler, Miami, and Frank C. Waples, 
Cedar Rapids. 


No. 6. Group from Philadelphia and 
nearby: E. L. Carlson, The Fidelity Mutual 
Life Insurance Company, Philadelphia; Ed- 
ward L. McConnell, Central Mortgage 
Company, Philadelphia; H. A. Melick, 
T. B. O’Toole, Inc., Wilmington, Del.; 
N. N. Wolfsohn, Eastern Mortgage Service 
Co., Philadelphia, and John B. Waltz, 
Commonwealth Title Company, Philadel- 
phia. 


No. 7. 


Thomas, 


Something of interest: Hubert F. 
Western Securities Co., Denver; 
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Aksel Nielsen, The Title Guaranty Com- 
pany, Denver, and past president of MBA; 
and Paul J. Vollmar, Western & Southern 


Life Insurance Company, Cincinnati. 


No. 8 A group pleased about some- 
thing: Robert B. Montgomery, Acacia 
Mutual Life Insurance Company, Washing- 
ton, D. C.; Russell H. Perry, Republic 
Insurance Company, Dallas; A. H. Cad- 
wallader, Jr., Mortgage Investment Cor- 
poration, San Antonio; W. L. King, Boss 
& Phelps Mortgage Company, Washington, 
D. C.; and Lewis M. Cooper, Wm. H. 
Saunders Co., Inc., Washington, D. C. 


No. 9. Serious discussion: H. G. Wood- 
ruff, President MacDonald, Secretary 
George H. Patterson and W. A. Belle- 
perche, H. G. Woodruff, Inc., Detroit. 


No. 10. Less serious here: James W. 
Collins, Tracy-Collins Trust Company, Salt 
Lake City, and past president of MBA; 





E. E. Murrey, The First Mortgage Com- 
pany of Nashville, and past president of 
MBA; Aksel Nielsen; Charles A. Mullenix, 
The Mullenix Mortgage Company, Cleve- 
land, and past president of MBA; and 
Harry Templeton, Cleveland Trust Com- 
pany. 

No. 11. Foyer gossip: W. Frank Brasher 


and Robert H. Bolton of Rapides Bank & 
Trust Company, Alexandria, La.; and James 
E: Woodruff, New York Life Insurance 
Company, New York. 


No. 12. Jovial twosome: Wallace Moir, 
Wallace Moir Company, Beverly Hills, and 
Jack D. Merriman, Merriman Mortgage 
Company, Kansas City. 


LOANS TO—— 


HOSPITALS * CHURCHES * SCHOOLS 


COMMISSIONS TO CORRESPONDENTS 


B. C. ZIEGLER conrany 


WEST BEND, WISCONSIN 


37 cxrenience 


Chicago Office: 39 South La Salle Street 
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GEORGE H. DOVENMUEHLE 
GIVEN 1950 MBA AWARD 


Dovenmuehle, executive 
Inc.., 


George H 
vice president, Dovenmuehle, 
Chicago, one of the oldest and largest 
mortgage houses in the country, was 

given the Associa- 
tion’s annual Dis- 
tinguished Service 
Award at the 
opening of the 
It is 
made to the mem- 


Convention. 
ber selected by a 

secret committee 

considered to have 
G. H. Dovenmuehle 
most worthwhile service for the organ- 
the 


accomplished the 


and the industry during 


Mr 


tion was based upon his work as head 


ization 
past year Dovenmuehle’s selec- 
of the members’ qualifications com- 
mittee during 1949-50. He has been 
a member of the MBA board for many 
years, is a director of the Chicago 
Title and Trust Company and a for- 
mer president of the Chicago MBA. 
His most recent MBA activity was to 
join with W. A. Clarke, Philadelphia, 
as the Association’s two representa- 
tives to confer with Federal Reserve 
Board and other government agencies 


on the new control regulations. 
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FOR THE RECORD 
VIA MBA CAMERA 


No. 13. Session about to begin: Presi- 
dent Milton T. MacDonald; George B. 
Underwood, Underwood Mortgage & Title 
Company, Irvington, N. J.; William Car- 
son, Colonial Mortgage Service Co., Upper 
Darby, Pa.; and W. A. Clarke, W. A. 
Clarke Mortgage Company, Philadelphia. 


No. 14. In the Exhibit hall where MBA’s 
most successful exhibit was staged: Lindell 
Peterson, Chicago Mortgage Investment 
Company; Stephen G. Cohn, Greenebaum 
Investment Company, Chicago; and Byron 
T. Shutz, Herbert V. Jones & Company, 
Kansas City, and past president of MBA. 


No. 15. Exhibit inspection: James E. 
Woodruff again and Roswell S. Buck and 





N. Holland Jewett, Hill Mortgage Corpo- 
ration, Buffalo. 


No. 16. Waiting for an elevator: Left 
and right, Baird F. Roberts and Edward 
A. Proctor, Proctor & Company, Detroit; 
and, center, J. J. Madden, Lincoln National 
Life Insurance Company, Ft. Wayne, Ind. 


No. 17. Two Jerseymen and a New 
Yorker: F. R. Steyert, South Orange Trust 
Company, South Orange; Carton S. Stal- 
lard, Jersey Mortgage Company, Elizabeth, 
N. J.; and Elbert B. Schenkel, Bowery 
Savings Bank, New York. 


No. 18. G. Calvert Bowie of Washing- 
ton, D. C., tries his hand at one of the 
bookkeeping machines to show James T. 
Barnes of James T. Barnes & Company, 
Detroit, how it’s done. 


IN BALTIMORE, MARYLAND AND VICINITY 


Lawyers Title Insurance 


Corporation 
(RICHMOND, VIRGINIA) 


REPRESENTED BY 


Real Estate Title Company 


INCORPORATED 


Keyser Building 


Baltimore 2, Maryland 


Lexington 3212-13 
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MBA CAMERA AT THE 
SERVICING CENTER 


No. 19 At the Mortgage Servicing Cen- 
ter, MBA’s largest and most successful 
effort so far in the servicing field. Roy L. 
Newman and J. H. Nason of Benefit As- 
sociation of Railway Employees, Chicago; 
Thomas J. Melody, General Mortgage Cor- 
poration of Iowa, Des Moines; and John 
M. Popkess, City Bond & Mortgage Com- 
pany, Kansas City. 


No. 20. Inspecting the servicing forms. 
Lemuel J. Holt, W. A. Clarke Mortgage 
Company, Philadelphia; Howard S. Bissell, 
Howard S. Bissell, Inc., Cleveland; Wil- 
liam I. De Huszar, Dovenmuehle, Inc., 
Chicago; and Thomas E. McDonald of 
MBA. 








No. 21. Servicing talk. Brown L. What- 
ley, Stockton, Whatley, Davin & Company, 
Jacksonville, Fla.; H. J. George, National 
Life Insurance Company, Montpelier, Vt.; 
E. M. Murphy, Equitable Life Insurance 
Company of Iowa; and O. E. Rollings and 
J. T. Nixon, Liberty National Life Insur- 
ance Company, Birmingham. 


No. 22. Another servicing session about 
to begin. K. A. Cramer, Ellis, Nicholson 
& Cramer, Oklahoma City; Oliver M. 


If you missed it, turn back to 
page 1, column 1, for the new 
column by President Milton T. 
MacDonald. This will be a 
regular monthly feature on the 
masthead page. 
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Walker, Walker & Dunlop, Inc., Washing- 
ton, D. C., who conducted the Servicing 
Center; John R. Womer and G. Henry 
Olson, Great Lakes Mortgage Corporation, 
Chicago. 


No. 23. Explaining the servicing forms. 
C. C. Fullager, Goodyear Mortgage Cor- 
poration, Charlotte, N. C.; L. C. Forth, 
Sun Life Assurance Company, Montreal; 
Carey Winston, The Carey Winston Com- 
pany, Washington, D. C.; Richard B. 
Caton, Stockton, Whatley, Davin & Com- 
pany, Jacksonville; William J. Rose, Com- 
monwealth, Inc., Portland, Ore.; and Robert 
T. Welborn, Robert T. Welborn Mortgage 
Corporation, Ft. Worth. 


No. 24. Moment of relaxation. J. C. 
McGee and R. W. Warren of Reid-McGee 
& Company, Jackson, Miss., with C. L. 
Hassman, Midwest Mortgage Company, 
Louisville. 
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Prior to opening the Thursday 
afternoon session, Leon H. Keyserling, 
chairman of the President’s Council 
of Economic Advisers, granted a press 
conference in our press headquarters. 

“Tt would be silly to do everything 
like in 1944,” Keyserling said. “With 
only a tenth to a sixth of our national 
production going to the military pro- 
gram, adoption of all-out war policies 
at this time would drain off civilian 
materials and manpower quicker than 


the military forces are prepared to 
absorb them.” 

Despite his admonition, the trend 
seems to be that the clamp-down all 
along the line is going to be pretty 
severe. Seen at the conference con- 
clusion: Left to. right, Ferd Kramer, 
Draper & Kramer, Inc., Chicago; 
Mr. Keyserling; and James C. Downs, 
Jr., Real Estate Research Corp. Mr. 
Downs spoke on convention program 
with Mr. Keyserling. 





Familiar figures at MBA Conventions: 
Left to right, Larry Donovan, Frank Griffin 
and John J. Massimi, all of Nash-Kelvinator 
Corp., long-time exhibitors at MBA meet- 


ings; and Frank Cortright, executive vice 
president, National Association of Home 
Builders, a convention guest. 


(Photos Real Estate News, Chicago) 


JOHN H. SCOTT HEADS MORTGAGE BANKERS LEGION 
FOR 1950-51 TERM; ALLYN R. CLINE SECRETARY 


John Scott of Scott Mortgage Com- 
pany, Pittsburgh, was elected Grand 
Marshal of the Bankers 
Legion at the organization’s annual 


Mortgage 


dinner, succeeding W. A. Clarke of 
Philadelphia. Allyn R. Cline of Hous- 
ton was elected secretary. Three new 
members were admitted, Albert 
Mager of Oklahoma City, E. R. Haley 
of Des Moines and A. H. 
Rockford. This honorary 


Seise of 


organiza- 
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John H. Scott 





Allyn R. Cline 





tion, composed of men who have 
served at least one term on the MBA 
board, also set a record for its annual 
meeting. More than a hundred at- 
tended the Detroit meeting and din- 
ner. 

Following the election, members 
heard two guests speakers, W. B. 
Stout, formerly associated with the 
Ford airplane developments and one 
of the principal designers, and Thomas 
P. Coogan, president of the National 
Association of Home Builders. Mr. 
Stout’s appearance was in the nature 
of a delayed return engagement. 
Eleven years ago he addressed the 
board of governors in Detroit at the 
last annual convention there; this 
year he returned from his home in 
Arizona, to which he retired several 
years ago, to again attend this affair 
which is always held prior to the 
Convention opening. 

Mr. Stout pictured the future as 
having unlimited possibilities, prin- 
cipally because of what science will 
do to create a better life for all. 

“We are at the threshold of an age 
of knowledge. For centuries we have 
lived in an age of opinion. The con- 
test in the future will be between 
those in ignorance and those who 
have the knowledge to do and accom- 








TITLE INSURANCE on 
both Owner's and 
Mortgagee’s Policies 
anywhere in Michigan. 


ABSTRACTS prepared 
and extended on iands 
in Wayne, Oakland and 
Macomb Counties. 


TAX reports prepared 
on condition of taxes 
to real property located 
in metropolitan Detroit. 


ESCROW Agent in all 
matters involving real 
estate transactions. 


The Oldest Title Insurance 
Compeny in Michigan 











Abstract and Title 


GUARANTY COMPANY 
735 GRISWOLD + DETROIT 26, MICH. 










The Mortgage Banker for November, 1950 














plish. Man’s worth in the future will 
rest with what he knows.” 


From the inspirational message of 
Mr. Stout, members’ attention was 
turned to the realities of the moment 
in the address by Mr. Coogan. 


The government, in its desire to 
curtail inflation, may be about to 
make housing the “scapegoat” of the 
emergency and, as a result, may cre- 
ate a most serious deflationary spiral 
in the nation’s economy, Coogan de- 
clared. 

He said that what the federal gov- 
ernment should have done is stick by 
the mortgage credit controls it made 
in July to give them sufficient time to 
see what effect they would have in 
curtailing use of materials in what 
he admitted was over-building dur- 
ing the first half of this year. If this 
could be done, he said, it would ac- 
complish what is desired in making 
all needed materials available for the 
defense effort yet, at the same time, 
not seriously hamper new building. 


Coogan said the nation was build- 
ing during the first six months of this 
year at the rate of 1,700,000 units a 
year which is too fast and admittedly 
a pace which could not be main- 
tained. 

“The original credit curbs an- 
nounced in July were excellent. They 
were flexible, reasonable and were 
needed in view of the Korean war. 
But we should not kill off the build- 
ing industry. It accounts for about 
20 per cent of our economy. The 
government should stay by its present 
mortgage credit curbs and give them 
a chance to see what they can do. 
So far they have accomplished their 
objectives—as witness the declining 
FHA loan applications as well as 
those of VA. 

“The curbs which we may see in 
the near future will in effect be to 
prevent inflation. Actually the mili- 
tary demands for materials which go 
into home building are not great— 
military needs for lumber, for in- 
stance, are equivalent to only one 
week’s production. 
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MBA’S 11TH EXHIBIT WAS LARGEST ON RECORD 


Just as it was MBA’s largest convention, it was also the largest of our 11 exhibits. 
No. 1. Willis R. Bryant of San Francisco, Joel K. Riley of Detroit and Aksel Nielsen of 
Denver look over Stewart Warner’s South Wind unit. No. 2. Edward F. Lambrecht, 
Detroit, Convention chairman, and MBA Secretary George H. Patterson look over Nash- 
Kelvinator’s comprehensive display. No. 3. Clyde W. Kistler, Miami, and Dean R. Hill, 
Buffalo, look over one of American Radiator and Standard Sanitary’s products at the 
show. No. 4. Aubrey M. Costa, Dallas, newly-elected MBA vice president; Fred W. Bliss, 
New York Life Insurance Company; and—once again—Mr. Woodruff of the same company. 
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WHAT THEY SAID IN DETROIT 





Re: INFLATION 


Sherwin C. Badger, vice president, 
The New England Mutual Life In- 


surance Company 


“The Treasury and not the Federal 
Reserve may prevail in the dispute 
over interest rates 
and inflation con- 
trol. If this is the 
case, the inflation- 
ary forces released 
monetary 
expansion alone 
would be so great 
that the 
ment would have 
to take quite dras- 
tic anti-inflation- 


from 


govern- 





Sherwin Badger 


ary measures along other lines. It is 
quite conceivable that very severe 
clamps would be put on new con- 


struction other than for defense pur- 


poses. This would naturally reduce 
new mortgage financing. It is con- 
ceivable that the government would 


put controls on the marketing of new 
securities, as England did during the 
war. It is possible that governmental 
agencies, directly or indirectly, would 
undertake the financing of industry 
for defense plant expansion — and 
presumably this would be done at 
rates dictated by government. 


“If the Treasury remains adamant 
in its stand over interest rates, and if 
it is able to dominate the Federal 
Reserve, then it will be in a position 
to set interest levels at practically any 
level it desires, as it did in the war. 
This, however, may be true only up 
to a point. In England after the war, 
it was discovered that despite all the 
paraphernalia of controls over the in- 
terest rate, the investing public ulti- 
mately held the controlling hand. 


“The ticklish problem the Federal 
Reserve and the Treasury will have 
to resolve is how best to strengthen 
public confidence in the dollar and 
what steps will involve the minimum 
risks. The argument that the Treas- 
ury cannot afford to raise the interest 
burden of carrying the debt has al- 
ways seemed specious to me. Any 
likely rise in rates on the national 
debt would most a few 
hundred millions which 


involve at 
(much of 
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would be recovered in taxes). By 
contrast, if the cost of living con- 
tinues to rise as it has recently, the 
cost to the American people and to 
the Armed Forces will be measured 
in tens of billions and great personal 
suffering. It’s a case of penny wise, 
pound foolish. 

“One thing is abundantly clear: 
present inflationary forces are not go- 
ing to be held in bounds by words or 
exhortations. The quicker we face 
the facts, the better off we’re going 
to be, for this time I’m afraid we’re 
not playing for marbles. As Chair- 
man McCabe said, ‘Inflation is not 
around the corner, it is here, right 
now.’ Inflation can be controlled, but 
I don’t believe it can be controlled if 
we deprive our central banking sys- 
tem, the Federal Reserve, of its power 
to curb expansion of the supply of 
money by allowing interest rates to 


. ” 
rise. 


Re: EASY CREDIT 


R. O. Deming, Jr., MBA president, 
1949-1950 

“This is the time to appraise the 
easy credit days of the past and real- 
ize that more stringent policies are to 
prevail. We must 
continue to ask 
government to do 
the same thing. 
There must be a 
cut in unnecessary 
federal spending 
and wastage. 

“Nationally, the 
administration _ is 
confronted with a 
most vital decision 

either we add inflation to inflation 
by further borrowings or we prevent 
further inflation by restricted credits, 
increased banking reserves and forced 
payments upon existing obligations, 
thus curtailing loan activities. Under 
the latter alternative, banks and other 
organizations could assume the addi- 
tional purchase of government obli- 
gations and so compel a cut-back in 
inflationary spending. Either policy 
least one of many pos- 





R. O. Deming, Jr. 


presents at 


sible dangerous consequences. Re- 
strictions upon mortgage debts and 
bank credits could precipitate forced 
liquidation of debts which might snow 
ball into serious deflation; whereas a 
higher degree of inflation could ulti- 
mately result in financial disaster.” 


Re: SOCIALISM IN U.S. 


Dr. Robert E. Wilson, chairman of 
the board, Standard Oil Company 
(Indiana )— 


“Make no mistake—revolution by 
violence is not our real danger. What 
might be called 
‘revolution by nib- 
bling’ is already 
far along. The 
power of the Com- 
munists is dwin- 
dling as their 
masks are torn off 

-but that of So- 
cialistically-in- 
clined bureaucrats 
is steadily increas- 
ing. Every time they add to the gov- 
ernment payrolls or subsidy lists they 
gain recruits and votes. Before it is 
too late we must stop the fatal process 
of buying the people’s votes with 
their own money. One man in seven 
is today, directly or indirectly, re- 
ceiving money from the Government 
—which means, of course from the 
rest of us. 


“Tactics of the nibblers are to at- 
tack the motives of business and its 
leaders. Communists, Socialists, some 
labor leaders, and many politicians 
all join in chanting the theme— 
everyone who opposes them is simply 
power-mad and greedy — but their 
own motives are always pure. Some 
favorite targets are to attack bigness 
—try to convince small business that 
their primary interest is opposed to 
that of the larger concerns. Attack 
integration, or other factors which 
make for efficiency in large enter- 
prises. Attack big business if prices 
rise, and attack them again if they 
cut prices. Attack the doctors or the 
insurance men if they show signs of 
resisting moves to regiment them. 





Dr. Robert Wilson 


“But never, never attack the real 
monopolists of today—the bosses of 
Big Labor whose insistence on indus- 
try-wide bargaining is the most seri- 
ous threat to small business today.” 
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Re: HOUSING LONG TERM 


Rodney M. Lockwood, past presi- 
dent of the National Association of 


Home Builders 


“I know that sooner or later the 
American people are going to see the 
facts about hous- 
ing in their true 
light. When that 
happens we will 
see them rise in 
their wrath and 
throw aside all of 
the flimflam about 
housing that has 
poured upon them. 
I believe they will 
do this because 
they will eventually sense the truth. 
And we in this industry must imme- 
diately engage in this battle for the 
public mind. We must insist upon 
the abolition of all privileges and ask 
of government for the only equality 
which can possibly exist, that is equal- 
ity before the law; and in short 
we must demand that government 
confine itself to the primary func- 
tions of protecting the life, liberty 
and property of individuals, of all 
individuals, with favor to none and 
equal treatment to all; then each 
person will be free to do as he 
chooses, so long as he does not inter- 
fere with the right of any other person 
to do as he chooses. Then each person 
will enjoy as much equality and as 
much security as it is possible for 
him to have in a world of admitted 
inequality and insecurity.” 





Rodney Lockwood 


Re: U.S. HELP ABROAD 


Enos Curtin of the ECA— 


“The extent to which ECA is pay- 
ing off cannot be measured exclusively 
in tonnage or money, though both are 
impressive. Its importance is to be 
found in the kind 
of materials it is 
providing, some 
scarce—all vital. 

“There must be 
no relaxation of 
the effort to ad- 
vance the Euro- 
pean Recovery 
Program. The 
main job of the 
Marshall Plan—to 
build the economic strength of the 
must con- 





Enos Curtin 


participating countries - 


tinue to go forward. In the final 
analysis military strength depends on 
economic strength. The assembly line 
is always behind the firing line. 
Hence, in our own interest we must 
make doubly sure that the economic 
power of the Marshall Plan countries 
is erected on solid and secure founda- 
tions. 

“Our immediate objective is to se- 
cure an adequate increase in the over- 
all military strength of ourselves and 
the other free nations. Beyond that 
we believe that the nurturing of our 
economic strength and that of our 
allies is a long range aim of surpass- 
ing importance. The success of this 
immediate objective as well as the 
achievement of our long range aims 
are both necessary to provide ulti- 
mately the opportunity for free peoples 
everywhere to live in dignity, decency 
and peace.” 


Re: MORTGAGES 


Arthur ]. Fushman, vice president, 
The Manufacturers National Bank of 
Detroit— 


“There is created, in a period of 
free spending, many over-lapping 
agencies, as the report of the Hoover 
Commission shows. This over-lapping 
has developed in our own field. Since 
the war, we have seen the VA set up 
staffs all over the country to appraise 
property and administer all details 
incident to placing government guar- 
antees on G.I. loans. FHA was al- 
ready established and had, and still 
has, an excellent and experienced 
personnel in methods and procedure 
necessary to the guaranteeing of home 
mortgages. 

“FNMA has been transferred to the 
Housing and Home Finance Agency. 





not planned to distribute it. 


Deming, Jr. 


Bank of Detroit. 


Mutual Life Insurance Company. 


point by Enos Curtin of the ECA. 


Alabama. 





YOU CAN WRITE FOR THESE TALKS 


A complete transcript of all addresses and discussion at the Mortgage 
Servicing Center in Detroit is now being prepared and a copy will be 
sent to each MBA member. A transcript of the discussion at the Thurs- 
day morning session, at which Mr. Foley, Mr. Richards, Mr. King and 
Mr. Fisher discussed government limitation and control orders, was 
made and it was originally intended to send a copy to each member. 
Now, since the Federal Reserve Board has announced its regulations, 
most of the ideas and speculations have been followed by the actual 
orders making the document of doubtful value at this time. Thus, it is 


Most of our 1950 Convention speakers spoke from notes and no 
manuscripts of their talks were available at the time. Some are now 
available and members are invited to write the headquarters office for 
any or all of the following at no charge: 


Your Association and Your Profession by Retiring President R. O. 


Barometer Reading of the Nation’s Economy from the Credit View- 
point by Arthur J. Fushman, vice president, The Manufacturers National 


Barometer Reading of the Nation’s Economy from the Institutional 
Investor's Viewpoint by Sherwin C. Badger, vice president, New England 


Barometer Reading of the Nation’s Economy from the World View- 


Role of Government and Private Enterprise in Future Housing—the 
Viewpoint of Private Enterprise by Rodney M. Lockwood, past president 
of the National Association of Home Builders. 

Role of Government and Private Enterprise in Future Housing—the 
Government Participation Viewpoint by Senator John Sparkman of 


Strategy for True Liberals by Dr. Robert E. Wilson, chairman of the 
board, Standard Oil Company (Indiana). 
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It will result in a new set of field 
offices and top administrative per- 
sonnel to supervise these offices. 
FNMA represented a very substantial 
portion of the assets and earning 
power of RFC, but it is doubtful that 
there will be a corresponding reduc- 
tion in the operating costs and per- 
sonnel of the RFC. 

“It is hoped that FNMA will not 
again become a primary market 
wherein the government on one hand 
insures the mortgage and on the other 
hand the immediate pur- 
chaser. During a time of shortage 
in mortgage money and to stimulate 


becomes 


a housing program, there might be 
some argument in favor of this policy. 
But a return to that policy at this 
time would only add more fuel to 
the inflation on which we are already 
embarked. As a matter of fact, under 
the present policies of FNMA a mort- 
gage needs to be held only sixty days 

eligible for purchase 
a practical standpoint, 
that a primary 


before it is 
which, from 
still 


purchaser.” 


makes agency 


Re: U.S. IN HOUSING 


Senator John Sparkman of Ala- 


bama 

“In meeting the need for private 
financing we ought not to close our 
minds to every new proposal that is 


Where 


great 


made. 
there is a 
public need not 
being 
ought to be will- 
ing to try out 
some carefully 


proposed plan 





even though it 
may not meet 
Sen, Sparkman with our com- 


And we ought to be 
willing to give the plan a fair chance 


plete approval. 


to demonstrate its workability. 
“We who believe in the private en- 
terprise system must ever keep in 


Continued next page 


PRESIDENT MacDONALD TO 
ISSUE COMMITTEE LIST 


President Milton T. MacDonald, 
vice president of the Trust Company 
of New Jersey, and newly-elected 
president of MBA, has announced 
the committee appointments for the 
1950-51 and these being 


year are 
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met, we 


IT IS SAN FRANCISCO IN 1951 BUT BEFORE THAT 
A FULL PROGRAM OF OTHER MEETINGS IS PLANNED 


Your 1951 MBA annual Conven- 
tion is less than 11 months away and, 
as most members know, will be in 
fabulous San Francisco, one of the 
world’s most colorful and interesting 
cities. Dates are September 12 to 14, 
earliest for an MBA convention in 
many years but most convenient for 
members who may wish to combine 
their attendance with a more ex- 
tended visit to the West. Headquar- 
ters will be the Mark Hopkins and 
Fairmont Hotels atop Nob Hill, two 
of the finest in the world. Neither is 
large, however, and members will be 
housed in other fine hotels (of 
which San Francisco has many) and 
all convenient to the Mark Hopkins 
where general sessions will be held. 
An MBA Housing Bureau will be set 
up early next year to process accom- 
modations and members will not be 
able to make until the 
Bureau begins functioning. 


This will be MBA’s first trip to the 
West for our big meeting; and for 
anyone who has never been in San 
(and, surprisingly, there 
lot of them) a very 


pleasant experience awaits them. Few 


reservations 


Francisco 
seems to be a 


incorporated in MBA’s annual Pocket 
Manual to be distributed to the mem- 
bership soon. 


Aubrey M. Costa, president, South- 
ern Trust and Mortgage Company, 
Dallas, was elected vice president at 
the annual meeting. 

Newly elected regional vice presi- 
dents are Maurice R. Massey, Jr., 
Philadelphia; Walter Gehrke, De- 
troit; Stanley H. Trezevant, Memphis; 
Andrew S. Love, St. Louis; A. H. 
Cadwallader, Jr., San Antonio; Har- 
old F. Whittle, Los Angeles; and W. 
R. Johnston, Oklahoma City. 


Members of the board of governors 
elected for terms expiring in 1954 
include E. R. Haley, Des Moines; 
Howard B. Moffitt, Oklahoma City; 
Joseph M. Miller, New Orleans; Lin- 
dell Peterson, Chicago; H. Duff Vilm, 
Indianapolis; Walter Scott, Pitts- 
burgh; and Roland H. Thomssen, 
St. Paul. 

Fred C. Smith, New York, was 
elected to the board for a term expir- 
ing in 1951. 


if any American cities can surpass 
San Francisco for beauty, interest 
and the great number of things to 
do and see. These, combined with 
the importance of the annual meet- 
ing of your Association, should make 
it the annual convention you will not 
want to miss. 

While it is much too early to make 
reservations and specific plans, mem- 
bers should begin thinking about this 
Convention very early because most 
of them will want to take in other 
places, going or coming or both, and 
will want to spend more time in the 
West than is required for the Con- 
vention itself. And for the ladies, 
San Francisco is a natural. They’ll 
all want to come along for MBA’s 
38th. 

A special tour may be arranged, 
probably two, providing for one route 
going, another returning. The trains 
would consist exclusively of MBA 
members. 

While it is a temptation to start 
plugging San Francisco immediately, 
actually a big part of MBA’s program 
for 1950-51 will transpire before we 
go West. 

Four events have already been 
scheduled for the first half of next 
year: 
>> JANUARY, Fifth Annual Senior 
Executives Course, New York Uni- 
versity. 
>> JANUARY 25-26 (following 
Home Builders Annual Convention) 
Middle Western Mortgage Confer- 
ence, Drake Hotel, Chicago. 
>> MARCH 26-27, Eastern Mort- 
gage Conference, Hotel Statler, New 
York. 
>> JUNE 18-22, Fourth Annual 
Mortgage Banking Seminar, North- 
western University, Chicago. 

A series of Clinics may be planned 
to include a wide list of cities. While 
nothing definite can be said about 
them now, they would—if prelim- 
inary plans crystalize— include top 
flight personnel from Washington and 
elsewhere to analyze and interpret the 
new control and limitation procedures 
under which the industry will operate 
in the immediate future. More about 
this later; but in the meantime, 1951 
is sure to be a busy year for MBA 


activities. 
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MIAMI COMES TO THE CONVENTION: One of the significant things noted at 
the Detroit Convention was the large delegations which many cities sent, among them 
Miami. Some cities were represented with delegates from practically every mortgage 
outlet. Miami sent one of the large groups and Florida sent more than 100. Miami 
has a particular interest in future MBA conventions since the city has, through Clyde W. 
Kistler, extended the Association an invitation to hold a convention there—and they would 
like it to be 1952. Shown above, left to right, is a portion of Miami’s Detroit group. 

Standing: Robert S. Kistler, C. W. Kistler Co.; Thomas B. Hamilton, South Atlantic 
Mortgage Co.; Allen Morris, The Keyes Co.; Frank E. Denton, American Title Co.; J. A. 
Frazel, Lee & Frazell, Inc.; Bowen Nelson, Nelson Mortgage Co.; R. B. Roberts, III, The 
Keyes Co.; C. W. Kistler, C. W. Kistler Co.; Richard H. DeWitt, Nelson Mortgage Co.; 
Wm. L. Randol, National Title Co.; Robert Jackson, R. K. Cooper & Co.; DeBlois 
Milledge, American Title Co., and Frank Strubbe, Frank Strubbe Mortgage Co. 

Seated: Lon Worth Crow, Jr., Lon Worth Crow Co., and President of MBA of 
Greater Miami; Jack J. Finnegan, Nelson Mortgage Co.; Roger N. Terrell, D. R. Mead 
& Co.; Isidero Quintana, First Mortgage Corp. of Florida; Mrs. Wm. L. Randol, National 
Title Co.; R. J. Shirk, Lon Worth Crow Co., and J. Dudley Johnson, R. K. Cooper & Co. 


WERT 
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At the Briggs exhibit: President Milton T. MacDonald with Thomas B. Zeder, 
exhibit manager of Briggs Manufacturing Company, Detroit, and FHA Commissioner 
Franklin D. Richards examining the Briggs’ plumbing fixtures and economy bathroom 
layout. 





SPARKMAN ON HOUSING 


(Continued from page 21) 
mind the simple fact that government 
exists for the purpose of doing those 
things for the common good which in- 
dividual citizens or states acting sep- 


arately cannot do for themselves. The 
more the common good is not filled 
by private enterprise, the greater will 
be the demand made on government. 

“Whatever help is given should be 
channelled through private enterprise 
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WILLIAM E. ROE 

With deep regret we record the 
death of William E. Roe of the 
Central National Bank of Cleveland 
and a former member of the MBA 
Mortgage Banking Seminar faculty. 
Mr. Roe had been with the Central 
National since 1919 and was vice 
president in charge of real estate for 
twenty-one years. He was a member 
of the Builders Exchange, the Real 
Estate Board, and the Chamber of 
Commerce and a director of the 
Cleveland Kiwanis Club. 





A. L. EGGLESTON 

With deep regret we record the 
death of A. L. Eggleston, president of 
the Investment Corporation of Nor- 
folk, Va. Mr. Eggleston died in 
Detroit Sunday following the close 
of MBA’s annual convention. Mr. 
Eggleston had had a long career in 
mortgage lending. He was prominent 
in business and church activities in 
Norfolk and took an active part in 
Community Chest drives. 
SEE op 
as far as it is practicable. Full utiliza- 
tion should be made of the services 
and knowhow of private enterprise. 

“In the carrying out of any gov- 
ernment programs, we should guard 
against building up a centralized ad- 
ministrative bureaucracy. We should 
instead decentralize decisions and ad- 
ministration to the fullest pocsible 
degree. It seems to me that we have 
followed closely these principles in 
the Federal housing programs. 

“As to the FHA and GI housing 
programs, I want to reiterate my be- 
liefs that reduction of costs to the 
home buyer can and should be ef- 


fected. 
“There is still much evidence of 
excessive profits in the industry. It 


would be sound business to accept 
smaller profits per house than many 
builders are doing at the present time. 
That is the prevailing practice in 
other American industries. It is a 
practice that should be more generally 
adopted in home building. 

“Mortgage bankers and home build- 
ers should take the initiative in en- 
couraging rather than discouraging 
the use of new materials, modern de- 
signs, or improved production meth- 
ods which involve reductions in costs. 
It is only by reducing the costs of ac- 
quiring and owning homes that the 
home building industry can be assured 
of a large continuing market.” 
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LET MASSACHUSETTS BANKS 
BUY Gls AS WELL AS FHAs 


INCE the nation-wide FHA mar- 

ket was opened to savings banks 
of Massachusetts, 30 have invested, or 
committed, $75,000,000. While the 
amount represents less than one-quar- 
ter of the $330,000,000 theoretically 
permissible under the law, it is equiv- 
alent to more than 50 per cent of the 
increase in the total mortgage port- 
folio of Massachusetts savings banks 
between October, 1949, and July, 
1950. Although the start was slow, 
owing to the banks’ lack of familiarity 
with the operation, activity has been 
accelerated in recent months. 

A demand arose from smaller banks 
for group purchasing. Eighteen banks, 
including some of the larger ones, 
are now buying regularly from jointly 
approved sources and areas. Indi- 
vidual purchases are not precluded by 
participation; actually, the total of 
investments by the individual mem- 
bers on their own account exceeds the 
group total. Joint discussion and ac- 
tion gave the experience and confi- 
dence necessary for development of 
plans and patterns by member banks. 

Quite a few of the participating 
banks have already placed their 10 
per cent of deposit limit, or are close 
to that position. Liberalization of the 
law is necessary for such institutions 
and for those which will reach the 
limit in months ahead. 

The investment need 
tial mortgages far exceeds the poten- 
tial supply in Massachusetts. Over 
the next 10 years, savings banks alone 
could provide almost $3,500,000,000 
to Massachusetts mortgagors. Other 
lending institutions could easily sup- 
ply another $1,000,000,000. Yet, the 
prospective need for our most desir- 
able investment, residential mortgages 
within Massachusetts to finance homes 
for our citizens, is only $1.5 billion 
even when measured liberally. Exist- 
ence of such a barrier to sound and 
profitable mortgage lending slashes 
savings bank earnings and hence divi- 


for residen- 
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By C. L, GOSS 


dends paid to depositors. It clearly 
indicates why more than 60 per cent 
of savings bank deposits, with higher 
proportions for larger banks, are in- 
vested in government bonds, which 
at best pay a return 40 per cent to 
50 per cent under that obtainable 
from mortgage loans. 

Expansion of the opportunity to 
lend outside the Commonwealth on 
mortgages secured additionally by the 
credit of the United States would 
furnish one safe and profitable solu- 
tion. No investment field can provide 
greater safety than that afforded by 
the credit of the federal government. 
On FHA mortgages, 100 per cent of 


ee 


We've heard a good deal 
about what the New York 
savings banks are doing in 
purchasing out-of-state FHAs 
but not so much about how 
the same program is doing in 
Massachusetts. Mr. Goss, 
president of the Worcester 
County Institution for Sav- 
ings and chairman of the sub- 
committee on out - of - state 
FHA mortgages of the Sav- 
ings Banks Association of 
Massachusetts, brings us up 
to date on the matter here. 
This is a condensation of a 
report his committee made 
to the Association. The Mas- 
sachusetts banks would like 
to extend the present law to 
permit them to purchase out- 
of-state GI loans up to 10 per 
cent of deposits and to buy 
FHAs for an additional 10 
per cent. The New York 
banks are also interested in 
the idea of purchasing Gl 
loans. They expect to see 
what can be done about it 
next year. 


ae 


the loan is ultimately protected by 
that guarantee; on G.I. mortgages, 
up to 60 per cent has the same basic 
security. By limiting the amount of 
the out-of-state G.I. loan to $10,000 
on 501(a)s and $15,000 on 501(b)s, 
the minimum guarantee by the United 
States would, in effect, be set at 40 
per cent, enough historically to cover 
the average risk by a wide margin, 
particularly since the risk proportion 
of the loan is the part guaranteed. At 
the same time, income could be in- 
creased substantially up to 50 per 
cent on the amount reinvested from 
the bond portfolio. We could thus 
invest in growing sections of our 
country with profit at a minimum of 
risk. 

To widen the present opportunity, 
steps have been initiated to gain legis- 
lative permission for the banks to 
purchase out-of-state G.I.s to 10 per 
cent of deposits and to purchase 
FHAs for an additional 10 per cent. 
New York now has no limit on out- 
of-state FHAs and banks there are 
also interested in permission to pur- 
chase out-of-state G.I.s. A _prelim- 
inary memorandum outlining the 
need for the legislation and the ad- 
vantages to be derived has been pre- 
pared. So far no opposition has been 
heard. The permission cannot be 
gained until the middle of 1951. 

To obtain the initial out-of-state 
FHA legislation took 11 years. It 
was first proposed in 1938. Now that 
the Massachusetts savings banks fi- 
nally have it, they are faced with a 
style change in the mortgage market 
in which the G.I. loan has become 
the more popular type. The delay 
cost savings bank depositors millions 
of dollars of additional income. Now 
another delay will be forced and may 
be quite costly. By next year, require- 
ments of the national defense pro- 
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gram and increased buying by other 
institutions may have dried up the 
nation-wide mortgage market. Al- 
ready there are manifestations along 
that line. 

The burden of seeking permissive 
legislation is tremendous and time- 
consuming. During 1948 and 1949 
more than a year of man-days were 
consumed in one bank alone to get 
the permission to buy mortgages out- 
of-state. With the time so spent, the 
officers could have purchased the 
mortgages and solved several other 
problems as well. 

It is not reasonable that consump- 
tion of so much time and energy 
should be necessary just to furnish 
one answer to one problem. Savings 
banks are faced with toc much com- 
petition to waste experienced energies 
for each advance they make. 

There is a simple, workable solu- 
tion, one that would harness the 
strongest force known; individual ini- 
tiative. Today, a Massachusetts sav- 
ings bank can act only as specifically 
permitted, or required, by law—per- 
missive legislation, to use the familiar 
phrase. Needed, instead, are rules 
that allow any action not specifically 
prohibited. Research, experience and 
business judgment, not lagging legal 
sufferance, should dictate the ad- 
vances of savings banks. Permissive 
legislation, by delaying our progress, 
can only continue to keep Massachu- 
setts savings banks trailing competi- 
tion indefinitely. 

Wide precedent exists for flexibility 
within the natural boundaries of a 





BOGEN ON CONTROLS 

(Continued from page 7) 
ment ownership mentioned in any 
responsible quarter. 

Mortgage lenders were not doing 
a good enough job, many people be- 
lieved; and there developed powerful 
support for the movement to have the 
government expand its role. 

But we have been fortunate enough 
to have seen where this primrose 
path of reliance upon government in- 
surance and guaranties was leading. 
In the nick of time, we have been 
given the opportunity to get off the 
road that leads to more and more 
government intervention in mortgage 
and home building, and to get on the 
road that leads to a sound, healthy 
mortgage market and a home build- 
ing industry that depends primarily 


business. All of our nation’s industry 
and commerce and educational in- 
stitutions—in fact, our whole society 
—rest on the freedom to act. It is the 
basis for our economic structure and 
progress. In financial fields, life in- 
surance companies, national banks, 
trust companies, Federal savings and 
loan associations, and savings banks 
in several other States operate under 
a concept giving them wide freedom 
to choose. No other large pool of 
savings is so handicapped as Massa- 
chusetts and New York savings banks. 

Along with this proposal a banking 
board would probably be desirable as 
a guide and arbitrator: a check and 
balance. Should the Bank Commis- 
sioner deem imprudent some act of 
an institution, the board would then 
be the recourse for final rulings. 
Banking boards are now operating in 
26 states. 

Under the suggested concept, that 
is, prohibitive instead of permissive 
legislation, a management could de- 
vote its time and energies to its own 
problems. Individual effort could un- 
cover new opportunities such as sav- 
ings bank participation in the rapidly 
growing group saving field. For ex- 
ample, just one word in the law now 
prevents our entering the mushroom- 
ing private pension fund business 
which already covers 3,000,000 work- 
ers and has more than $5.5 billion in 
reserves. Hence, vitally needed higher 
income would be gained and greater 
service given to the public. Each bank 
could become a laboratory for experi- 
mentation profitable to all. 


on private enterprise, not on govern- 
ment credit. 

It would be a pity if this oppor- 
tunity to get back on the right road 
is missed. Let us do this job of sal- 
vaging private enterprise in housing 
and home financing that fate has 
made possible at the eleventh hour. 


WAIT AND SEE ON WDC 
(Continued from, page 8) 
$215 million ($137 million in Bos- 
ton), followed by Pennsylvania with 
$152 million ($129 million in Phila- 
delphia) . 

Best customers of WDC were U. S. 
Steel and A.T.&T., each of which 
took out more than $1 billion in war 
insurance. In addition, to protect 
itself from sabotage not covered by 
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WDC, U. S. Steel took out another 
$1 billion policy which required some 
74 firms to underwrite. 

One of the pending bills, presented 
by Rep. John A. McGuire of Con- 
necticut, would outline merely the 
new duties of the corporation, set a 
$1 billion limit on liabilities and be 
separate from any other agency. 

Two other bills, introduced by Rep. 
William P. Bolton of Maryland and 
Rep. Frank R. Havenner of Califor- 
nia, are identical and would restore 
WDC to what it was under RFC. 

Regardless of what course future 
action may take, the government 
probably will use regular insurance 
channels and back up the liabilities 
again, on the theory that combat 
damage is a war cost like an Army 
and Navy. There are some 200,000 
insurance agents in the country and 
it is considered simpler to use them 
rather than build an entirely new 
agency. 





STATEMENT OF THE OWNERSHIP, MAN- 
AGEMENT, AND CIRCULATION REQUIRED 
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39, United States Code, Section 233) 
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1. The names and addresses of the publisher, 
editor, managing editor, and business managers 
are: 

Publisher—Mortgage Bankers Assn. of Ameri- 
ca, 111 W. Washington St., Chicago 2, Ill. 

Editor—G. H. Knott, 111 W. Washington St., 
Chicago 2, Iil. 

Managing editor—None. 

Business manager—None. 

2. The owner is: (If owned by a corporation, 
its name and address must be stated and also 
immediately thereunder the names and addresses 
of stockholders owning or holding 1 per cent or 
more of total amount of stock. If not owned by 
a corporation, the names and addresses of the 
individual owners must be given. If owned by 
a partnership or other unincorporated firm, its 
name and address, as well as that of each 
individual member, must be given.) 

Mortgage Bankers Assn. of America, 111 W. 
Washington St., Chicago 2, Ill.; R. O. Deming, 
Jr., President, The Deming Investment Co., 
Oswego, Kansas; Milton T. MacDonald, Vice 
Pres., The Trust Co. of New Jersey, Jersey 
City, N. J.; George H. Patterson, Sec.-Treas., 
111 W. Washington St., Chicago 2, Ill. 
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Notes. Aout People and Events 








>> NEW IDEAS: A contest for the 
best statement in 50 words or less on 
‘Why You Render a Better Service 
to Your Clients by Recommending 
litle Insurance,” is sponsored by the 
Louisville Title Insurance Co. in 
Cleveland 

[t is open to real estate brokers and 
salesman. 

Judges include Edward F. Meyers, 
president of the Cleveland MBA. 


“What happens to my new car?” 
‘How make a will?” “What 


ibout the mortgage on my new 


can I 


house?” These were questions na- 


tional guardsmen were asking pre- 
paratory to entering service. 
To answer them and others, four 


officers of Fidelity Philadelphia Trust 
Co. set themselves up in a room at 
the Armory 

Seated at four large tables, Otto 
P. Mann, vice-president, Walter R. 
Hagey, assistant secretary, and George 
B. McClelland and William H. G. 
Warner, both of the estate planning 
division, talked over financial prob- 
lems with the men. 

This free service for the 
was the idea of Frederick C. Rogers, 
an assistant secretary of Fidelity Phila- 
Lieutenant- 


soldiers 


delphia, and a former 


Colonel in the 28th Division. 


>> INSURANCE: Franklin Life of 
Springfield plans to erect a second 
12-story addition to its home office. 
Plans are completed and construction 
is to begin soon. The expansion pro- 


gram is necessary because the Com- 


pany will enter a number of new 
states in the near future 
New appointments at Home Life 


were announced by James A. Fulton, 
Rogers, previ- 
supervisor, has be- 
Ed- 


mund J. Jacobs is now mortgage field 


president. James T. 


ously real estate 


come mortgage field supervisor. 


assistant. John W. Brunjes is now 
mortgage title supervisor 


>> MEETINGS: President Milton 
[. MacDonald joined with VA and 
FHA officials and representatives of 
the home building and lumber indus- 
tries to form a panel group which 
discussed the outlook for construction 
before members of the Maine Home 


Builders Association in Portland. . . 
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Birmingham MBA members, at their 
recent meeting, heard Joe Penick of 
the First National Bank, outline 
changes in construction loan financ- 
ing. . At the statewide Fall meet- 
ing of the Oklahoma MBA, members 
heard Paul X. Johnston of W. R. 
Johnston & Co., Tulsa, discuss the 
mortgage outlook. And in Chicago, 
members of the local MBA heard a 
“Taking Inven- 
Practices” with 
speaking for the 


panel group discuss 
tory of Mortgage 
Lindell Peterson 
mortgage industry along with repre- 
sentatives of banking, life insurance, 
savings and loan associations, home 
building and real estate. 

Lindell Peterson, president, Chicago 
Mortgage Investment Company, and 
vice chairman of MBA’s Educational 
Committee, and Frank J. McCabe, 
Jr., MBA’s Director of Education and 
Research, participated in a two-day 
symposium at the University of IIli- 
nois called to revise a bulletin pub- 
lished by the Small 
Homes Council describing the meth- 
ods of home financing. Since its ini- 
tial publication than 82,000 
copies have been distributed to pros- 


University’s 


more 


pective home owners. 


>> TEXAS: That largest of all mort- 
gage meetings MBA’s 
convention and conferences of course 
the 1951 annual meeting of the 
Texas MBA, will be held in Ft. 
Worth April 12-13. Mark your cal- 
endar now. 
>> PEOPLE: ABA and the U. S. 
Savings and Loan League during the 
coming year will be headed by men 
from MBA member firms. James E. 
Shelton, president, Security-First Na- 
tional Bank of Los Angeles, is the 
new president of ABA and Walter 
J. L. Ray, president, Standard Fed- 
eral Savings and Loan Association will 
head the League. 
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Address replies to advertisements to the box 
number indicated c/o Mortgage Bankers Asso- 
ciation of America, 111 West Washington 
Street, Chicago 2, Illinois. 


outside of 














POSITION WANTED 
Office manager, twenty years in mort- 
gage loans including property management 
and reconditioning foreclosed properties, 
servicing, collections, office supervision of 
standard and IBM bookkeeping systems, 
with home office and servicing agents. 
Available immediately. Write Box 211. 
MORTGAGE EXECUTIVE 
AVAILABLE 
Thoroughly familiar FHA and conven- 
tional loans. Experienced appraising, proc- 
essing, originating and all phases mortgage 
work as well as property management. 


Locate anywhere. Exceptional background, 
excellent 
9 1 9 


references. Write Box 


Age 48. 





Between sessions: Edgar Bibas and Maurice A. Pollak, Draper & Kramer, Inc., Chicago; 
George Kemp, Jr., McKey & Poague, Inc.; Ferd Kramer, MBA board member, Murray 
Wolbach, Jr., and Robert H. Pease, editor of MBA’s forthcoming Textbook—all of 
Draper & Kramer, Inc., Chicago. (Photos by Real Estate News, Chicago) 





Time out to eat: Ward J. Gauntlett, Sharon Mortgage Co., Chicago; R. L. Garvan 
and Irving G. Bjork, Connecticut General Life Insurance Company, Hartford; George 
Kelly of Sharon; and R. O. Fowler of Connecticut General. 
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Home Office 
Los Angeles 





When selecting a title insurance company, the man of good 
judgment considers the demonstrated soundness of its man- 
agement and the assets back of its policies. 

Title Insurance and Trust Company, with capital, surplus, and 
undivided profits of more than $32,000,000, accumulated 
through conservative management over the last half century of 
its existence, offers in nine southern California counties the best 


safeguard for buyers and lenders. 


TITLE INSURANCE AND TRUST COMPANY 


133 South Spring Street * Los Angeles 13, California 


BAKERSFIELD + SAN LUIS OBISPO « SANTA BARBARA © VISALIA « VENTURA « RIVERSIDE + INDEPENDENCE + SAN DIEGO 





TITLE INSURANCE 


For the Mortgage Banker 


A Mortgagee’s Policy of Title Insurance, in addition 
to its protection against title losses, facilitates the sale 


and transfer of a Real Estate Mortgage Loan. 


Issuing Agents in the Following States: 


Missouri Mississippi 
Kansas Texas 
Arkansas Colorado 
Tennessee Utah 
Georgia Montana 
Alabama Wyoming 
Florida Wisconsin 


Louisiana Delaware 





KANSAS CITY TITLE INSURANCE COMPANY 


Capital, Surplus and Reserves over $2,000,000.00 
L12 East 10th St. Kansas City 6, Mo. HArrison 5040 





